Menthol Category Performance 

Total Menthol share of market continued to decline in 1992 dropping 
almost one point December 92 vs Dec 91 (0.91). As with the total 
industry, the composition of the Menthol segment mix is eroding with 
Deep Discount Menthols commanding a greater share of the segment at 
the expense of Branded Discount Menthols. Discount share of Menthol 
increased 8.47 points to 31 % of the segment (12/92 vs 12/91) This 
increase was driven by Deep Discount development, which increased 
share of Menthol 11.64 pp and now accounts for over 50% of the 
Discount Menthol Segment. Branded Discount brands that have 
maintained share of market and share of Menthol are those which 
offer unique positions, had line extensions and received support in 
pack outlets (Doral & Misty). All Branded Discount products lost to 
Deep Discount Menthols in share of total Discount and share of Discount 
Menthol segments. 


Regional/geographic importance to the Menthol category shifted only 
slightly; Regions 2 and 4 increased contribution to Menthol volume 
and share development. Region 3, where Menthol is underdeveloped 
and Discount brands exhibit strenth, dropped in contribution to 
Menthol volume. 


All Menthol declines occurred in B,C, and D DMA's and remained flat 
in A DMA's. Deep Discount Menthol share of Menthol is higher in A 
geos, but share of market and share of Discount exhibit similar 
development. 


Volume shifting from Supermarkets to pack outlets and price/segment 
mix influenced the Menthol category across trade classes. In 1992, C- 


stores increased contribution to total Menthol volume by 5 points to 
45.83%. Grocery stores gained 0.73 pp to 15% of total volume 
contribution. Both pack outlets drew volume from Supermarkets that o 

lost 5.7 percentage points of Menthol volume to 27.3 %. The volume r-o 

shifting phenomenon is largely influenced by the Deep Discount g 

segment. yj 
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Share development in trade classes differs from the above volume 
trends - the variance is related to the changing price mix. Share 
development for total Menthol is highest in the drug store segment 
(121) and below 100 in C-stores. Discount Menthol, especially Deep 
Discount Menthol, increased significantly in C-stores and dropped in 
Supermarkets. 


Alpine shipments in 1992 were 22% below that of 1991 while total 
industry adjust rate of decline was 2.2%. Alpine's imputed takeaway 
for 1992 was 44M units/week or 2.3B units which were in line with 
total '92 shipments - a 0.46% share of industry. This report will show 
Alpine's decline was the result of industry trends related to Menthol 
category performance, the pricing dynamics and Philip Morris priorities. 



Alpine Units 

% CHG 

Share 

Diff 

% of PM 

1991 

3,309B 

n/a 

0.59 

n/a 

n/a 

1992 

2,348B 

-22.0% 

0.46 

-0.13 

1.10% 

1993* 

2,198B 

-6.4% 

0.44 

-0.02 

1.04% 


Alpine share declined in all segments - share of industry, share of 
Discount and share of Menthol. 


The most significant Alpine share decline was in its share of the 
Menthol which indicates its price proposition which fueled growth in 
this segment was lost. Further indication that the price proposition was 
lost is its declining share of the Discount Menthol segment. Misty and to 
some extent Doral, maintained share due to subgeneric pricing and 
higher incidence of couponing and coupon values throughout 1991 and 
1992. 

On both a pre and post coupon basis, the price gap between Alpine and 
Premium Menthols closed in 1992 making Alpine a less attractive price 


Source: https://www.industrydocuments.ucsf.edu/docs/ghjn0004 





alternative (below $1.50). Other Branded Generics with Menthol 
packings were more aggressive with coupon values and incidence, 
putting Alpine at a net price disadvantage within its own price tier. Sub 
- Generic brands like Misty already had a price advantage and 
increased its alternate purchase of Salem. Salem also held coupon values 
at $3.00 with incidence in the 30% range beginning 4Q 1991 to negate 
the gap. Finally, the increased distribution of Deep Discount Menthols 
eliminated the price advantage of Branded Discounts - especially in 
C-stores. 


Alpine is losing distribution across all geographies and trade classes. 
Increased price competition among Branded Discount and with Deep 
Discounts coupled with decreasing support in light of PM portfolio 
priorities have resulted in lost distribution and lost share. While total 
distribution of any packing held in 1992, it declined 3 points in 1992. 
The declines were more dramatic in geographies and trade classes 
where price competition (deep discount) is more prevalent and where 
key market program are not executed. (C-Stores, Regions 1, 3 & 5). 


Alpine's development has been more consistent with the Discount 
segment than it has relative to total Menthol which suggests that it's 
strength is in its pricing moreso than its Menthol characteristic. This 
may have been true until mid 1992 when an overt strategy targeting 
Salem began execution. Alpine's share development and volume 
contribution are greatest in Regions that hold the majority of its key 
markets and where Menthol development is strongest - Regions 2 and 
4. Region 3 used to be the highest SDI and % volume contributor to 
Alpine. Until last summer, Discount Menthol was best developed in 
Region 3. 


Although C-Stores were the trade class from which Alpine 
historically sourced most of its volume, since May 1991, 
Supermarkets have become equally important. The magnitude of 
Alpine volume shifts are contrary to total Menthol which is sourcing 
an increasing percentage of its volume through C-Stores (+5.15pp 
12/92 vs 12/91). This phenomena is driven by Deep Discount 
Menthols which increased percent of volume in C-Stores by 21.48 pp 
to over 63%. Although some Alpine volume shifting has occurred 
from Supermarkets to C-Stores in 1992, it sources volume equally 
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between the two. It's share development, however, is vastly 
different with an SDI of 137 in Supermarkets and below 80 in C- 
stores. Unless it can become price competitive and is merchandised 
as are Deep Discounts in C-Stores, it is unlikely share will be 
regained. This is to great detriment to its position against Salem and 
significantly hampers its ability to source Salem smokers. An SDI in 
a trade class where the competitive "war" has left is hardly a 
strength for future growth. 
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